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TRADING WITH COMMUNISTS 


STRONG ATTACK by the Democratic majority of a 

Senate subcommittee, July 18, on the Eisenhower ad- 
ministration’s handling of international controls over 
trade with Communist countries underlined the explosive 
political nature of the problem of adjusting national com- 
mercial needs to the demands of free world security. 
Whether and at what point long-term security precau- 
tions should outweigh immediate economic advantages of 
trading with the Reds is hard to determine. The diffi- 
culty is multiplied when, as in the present case, the vary- 
ing interests of a large number of countries are involved. 
The United States, through the leverage of foreign aid, 
has been put in position to exert strong influence over the 
commerce of other countries of the free world with Soviet 
Russia, the Soviet satellites, and Communist China. 


The Senate Investigations Subcommittee, headed by 
Sen. John L. McClellan (D-Ark.), accused the administra- 
tion of agreeing in secret two years ago to a dangerous 
modification of the controls applying on exports to the 
Soviet bloc. The administration, it asserted, had with- 
held from the American people “the fact that foreign na- 
tions receiving aid from the American taxpayers are in 
turn helping the Communists to arm themselves against 
the United States and the free world.” 


A committee minority of two Republicans, Sens. Bender 
of Ohio and Mundt of South Dakota, stressed the point 
that the United States must be concerned to strengthen 
the economies of its allies. They voiced regret that other 
countries were not as “realistic” as the United States in 
restricting exports of strategic materials. At the same 
time, they praised “competent American leadership and 
persistent persuasion” for continuation of “significant re- 
strictions on the shipment of supplies to Communist 
countries.” 
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The administration appears to have been trying to hold 
a middle ground between pressure from other free world 
nations to relax further the existing controls and pressure 
from Congress to enforce the restrictions more rigor- 
ously. Great Britain and other countries have been plead- 
ing in particular for modification of the embargo on stra- 
tegic exports to Communist China that was imposed dur- 
ing the Korean war on recommendation of the United 
Nations General Assembly. Many members of Congress, 
while highly critical of the recent general easing of re- 
strictions on trade with the Soviet bloc in Europe, are 
even more strongly opposed to softening up the Red China 
embargo. 


PRESSURE FROM ABROAD TO EASE TRADE CONTROLS 


The question of controls on Red commerce was raised 
officially by British Prime Minister Anthony Eden when 
he conferred with President Eisenhower in Washington 
early this year (Jan. 30-Feb. 1). Eden put forward the 
view that the international control lists should be re- 
examined in the light of changed conditions, and that the 
controls on strategic exports to Red China should be re- 


vised to conform with those covering exports to Russia 
and the Communist countries in Eastern Europe. 


Since 1951 the ban on shipment of strategic materials 
to China has been much stricter than the controls on trade 
with Eastern Europe. The United States has maintained 
an embargo on all trade—non-strategic as well as strategic 
—with Communist China, while Great Britain and other 
countries have barred trade in a wider list of items for 
China than for the Soviet bloc in Europe. 


The right of the United States to enforce its own China 
embargo naturally was not questioned during the Ejisen- 
hower-Eden conversations. But the right of other govern- 
ments to modify the China list, so as to bring it into line 
with the controls on Soviet bloc trade, was vigorously 
asserted by the British Prime Minister. At the conclusion 
of the talks, Eden was promised that the United States 
would join Britain and other free world countries in review- 
ing the China control list. The joint statement issued at 
the White House on Feb. 1 recorded agreement that “Trade 
controls should continue and should be reviewed now and 
periodically as to their scope, in the light of changing con- 
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ditions, so that they may best serve the interests of the 
free world.” 


British Foreign Secretary Selwyn Lloyd raised the ques- 
tion of China controls with Secretary of State Dulles at a 
meeting of the North Atlantic Treaty Council in Paris 
early in May. As the United States was not then prepared 
to revise the China list, the British government announced 
that it would move independently to relax restrictions in 
special cases. Minister of State Anthony Nutting told the 
House of Commons on May 14 that “‘more use would be 
made of the exceptions procedure to permit reasonable ex- 
ports to China... of goods not on the Soviet lists.” 


An informal agreement between the United States and 
14 governments on control of strategic exports to Com- 
munist countries provides that exceptions may be made 
in special circumstances. Britain accordingly informed 
the United States and other cooperating governments that 
it had granted licenses for export to China of 80 tractors 
—similar to tractors already freely exportable to the So- 
viet Union—and that it proposed to permit export of 
limited amounts of rubber. 


The British territories of Malaya and Singapore there- 
upon announced, June 4, that they were lifting the ban on 
exports of rubber to Red China. A Foreign Office spokes- 
man in London explained the same day that applications 
for export of rubber would be “closely scrutinized” to pre- 
vent building up Chinese military strength, but that ship- 
ment of “reasonable quantities’ for civilian use would be 
allowed. 


Other Asian countries followed the example of Malaya 
and Singapore in easing restrictions on the China trade. 
Indonesia announced on June 6 that it was permitting ex- 
ports of rubber and would no longer consider itself bound 
by the U. N. embargo resolution of 1951. Thailand, a 
member of the Southeast Asia Treaty Organization, on 
June 21 officially lifted its independent controls on non- 
strategic exports to Red China and North Korea. 


Japan has added its voice to those urging the United 
States to agree to a general relaxation of restrictions on 
trade with Communist China. Before World War II about 
one-third of Japan’s total exports went to China; today 
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less than 2 per cent is sold to mainland China. The Tokyo 
government has been under increasing pressure from Jap- 
anese businessmen to modify existing controls on the as- 
sumption that the China trade can be restored to some- 
thing like its prewar volume. 


RECENT RISE IN LEVEL OF EAST-WEST COMMERCE 


All of the European allies of the United States want to 
increase East-West trade. Most West European states 
formerly carried on extensive commerce with the East 
European countries now comprising the Soviet bloc, and 
some of them (notably Britain and Germany) had a flour- 
ishing trade with China as well. Belgium, Denmark, 
France, the Netherlands, West Germany, and the Scan- 
dinavian countries joined the United Kingdom two years 
ago in urging the United States to agree to an easing of 
curbs on trade with Soviet Russia and its European satel- 
lites; this year virtually all members of the North Atlantic 
alliance have combined to press this country to revise its 
attitude toward trade with Red China. 


Most western countries have substantially expanded 
their trade with the Communist bloc during the last two 
years. The total volume of East-West trade reached a 
new postwar high in 1955, and the flow of goods in both 


directions continued to rise at an accelerating rate during 
the first half of 1956. 


The trade turnover (imports plus exports) between 
Communist countries and the rest of the world rose last 
year to $4.4 billion, which was nearly 20 per cent above 
the 1954 total and more than 40 per cent above the 1953 
total. Free world exports to the Communist states in- 
creased to just over $2 billion, a postwar record; free 
world imports from the Communists amounted to $2.4 bil- 
lion, another postwar record.! 


For the free world as a whole, trade with the Commu- 
nist bloc has remained comparatively unimportant: it rep- 
resented around 2 per cent of total free world trade in 
1953, at the end of the Korean war, and constituted only 
about 2.5 per cent of the total last year. However, revival 
of the East-West trade has contributed importantly to the 
economic strength of many individual countries. 


1 All 1955 trade figures based on preliminary data compiled by U.S. Department 
of Commerce from free world sources. 
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West Germany has virtually doubled its trade turnover 
with the Communist bloc, including Red China—from 
about $300 million in 1953 to nearly $600 million in 1955. 
Britain’s two-way trade with the Red countries rose from 
$328 million in 1953 to about $493 million last year. Ja- 
pan’s trade with Communist countries, including Red 
China, jumped from about $42 million in 1953 to $128 mil- 
lion in 1955. Turkey’s commerce with the Soviet bloc has 
risen to $160 million, which represents about 20 per cent 
of Turkish foreign trade. 


FREE WoRLD TRADE WITH COMMUNIST COUNTRIES 


(In millions of dollars) 
Free world 


exports to 1948 1950 1953 
U.S.S.R. 523 301 423 
European satellites 901 792 678 
Red China 534 452 287 


Total 1,958 1,545 1,388 
Free world 
imports from 
U.S.S.R. 494 252 468 624 
European satellites 1,026 940 794 948 1,249 
Red China 488 535 368 370 490 


Total 2,008 1,727 1,630 1,823 2,363 
Source: U.S. Department of Commerce. 


Expansion of East-West trade has become a major ob- 
jective of the Soviet Union itself. Red trade with the rest 
of the world has increased more rapidly during the past 
two years than trade within the Communist bloc, in sharp 
contrast to the trend during most of the postwar decade. 
While Red trade with free world countries has grown over 
40 per cent since 1953, intra-bloc trade has risen only about 
10 per cent. Commerce with the free world now represents 
about one-fourth of the total foreign trade of the Com- 
munist bloc countries.” 


SovieT DRIVE TO EXPAND TRADE WITH FREE WORLD 


Soviet Russia’s drive to expand East-West trade has been 
promoted aggressively at all levels of contact with the free 
world. Moscow began to advance the theme of expanded 
trade with capitalist countries as early as 1951, and Soviet 


* Czechoslovakia and Poland have expanded their trade with the free world more 
rapidly than has the Soviet Union during the past year; China’s trade has lagged. 


493 





Editorial Research Reports 


spokesmen have been asserting since 1953 that establish- 
ment of “normal trade relations” holds the key to enduring 
peace. Unrestricted trade, they have declared, would re- 
duce international tensions and strengthen peaceful rela- 
tions among all countries. 


The Soviet government has backed up its campaign to 
revive East-West trade with concrete offers to do business 
on a large scale with leading industrial nations of the West. 
It has extended its network of trade agreements with non- 
Communist countries, and it has promoted major economic 
deals with underdeveloped countries of Asia and the Mid- 
dle East. * 


Moscow has made increasingly attractive trade propos- 
als to France, Great Britain, and other western industrial 
nations which formerly traded with Eastern Europe. Rus- 
sia tentatively offered, early in 1954, to buy more than a 
billion dollars’ worth of goods from Britain alone over a 
three-year period. The proposed purchases covered a wide 
variety of manufactured products, including consumer 
goods. However, about two-thirds of the items which 
Moscow wanted to buy were strategic materials then sub- 
ject to embargo. As a result, only a small fraction of the 
orders originally offered were actually placed with British 
firms.‘ 


Russia has made more tempting offers this year to both 
Britain and France. During the Anglo-Soviet talks in 
London last April, Bulganin and Khrushchev said the So- 
viet Union could increase its purchases in the United King- 
dom to $2.8 billion over the next five years. Conferring 
with French Premier Guy Mollet in Moscow later (May 
18-19), the Russians declared that total trade with France 
could be increased “three to four times” over the 1955 
level within the next three years.® 


The Soviet “shopping lists” included more than 80 dif- 
ferent types of manufactured goods which the Russians 
said they were ready to buy “if there were no trade re- 
strictions or discrimination.” Many items on the list 
handed to the British government were still subject to em- 


*See “Economic Cold War,” E.R.R., Vol. I 1956, pp. 27-28. 


* British exports to the Soviet Union, increasing rapidly after export controls were 
relaxed later in 1954, rose from $41 million that year to $89 million in 1955. 


® The 1955 trade turnover was estimated at $85 million, with France selling Russia 
$36 million worth of goods and purchasing $49 million worth. 
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bargo: certain types of machine tools and electronic equip- 
ment, and various kinds of industrial equipment which 
could be used for manufacture of war materials. How- 
ever, British Board of Trade experts announced that ap- 
proximately two-thirds of the items were not subject to 
export controls. 


The London government has made no direct move to 
bring about further modification of export controls appli- 
cable to the Soviet bloc in Europe. However, it has been 
under constant pressure from British export industries 
to take maximum advantage of the revision made in 1954 
in agreement with the United States and other countries. 


OPPOSITION IN CONGRESS TO RELAXING TRADE CURBS 


The Eisenhower administration, as noted, has encount- 
ered opposition in Congress to freer trade with any part 
of the Communist bloc and has been strongly criticized 
for agreeing two years ago to relax controls on export of 
strategic materials to the East European countries. Fol- 
lowing a broad investigation of East-West trade by the 
Permanent Subcommittee on Investigations of the Senate 
Government Operations Committee, the administration 
was charged, in the majority report filed July 18, with 
having disregarded “the clear intent of Congress” in agree- 
ing to the decontrol or downgrading of some 200 items 
formerly classed as strategic materials. Many of the items 
now shipped to Communist countries from the free world 
include goods which, according to expert witnesses cited 
in the report, “could be of tremendous help to the Soviet 
war economy.” 


The majority report was signed by the four Democratic 
members of the seven-man subcommittee (Sens. McClellan, 
Ark.; Jackson, Wash.; Symington, Mo.; and Ervin, N.C.) 
and by one Republican (Sen. McCarthy, Wis.). Sens. 
Mundt and Bender in their minority report accused the 
majority of “distortions” and oversimplifications giving a 
“wholly erroneous picture’ of East-West trade. The 
minority urged Congress to examine the record of trade 
controls in terms of two main objectives: (1) to increase 
the strength of this country and its free world allies and 
(2) to impede the Communist military buildup. 


The possibility of cutting off economic and military aid 
to countries which export to Communist states commodi- 


495 





Editorial Research Reports 


ties which the United States regards as strategic was 
raised in both houses of Congress during consideration of 
the foreign aid bill. However; the House Foreign Affairs 
Committee and the Senate Foreign Relations Committee 
struck out proposed amendments which would have re- 
quired the President to invoke provisions of the Battle Act. 
That law, enacted in 1951, contains permissive (but not 
mandatory) authority to withhold foreign aid from coun- 
tries selling strategic materials to the Reds. 


Free World Restrictions on Red Trade 


CONTROLS governing export of strategic goods to Com- 
munist countries have been applied since 1948 by the 
United States and its principal allies; since 1950 they have 
been in force among 15 countries which carry on 60 per 
cent of the free world’s foreign trade. The system has 
operated on a voluntary basis without formal agreement or 
treaty. Each participating government has been free to 
take unilateral] action at any time. 


The United States put its export controls on a national 
security basis early in 1948, and late in the same year it 
took the first steps toward establishing coordinated inter- 
national controls. Great Britain and a few other Euro- 
pean countries already had export controls on certain 
types of war material, but no provision had been made to 
seek agreement among major exporting countries on items 
to be restricted. Discussions which had been opened on a 
bilateral basis were entrusted early in 1950 to an informal 
international committee charged with working out a com- 
mon approach acceptable to the leading industrial nations. 


ALLIED MACHINERY TO CONTROL STRATEGIC TRADE 


Setting up of international] controls proved to be a dif- 
ficult process. It called for general accords, defining the 
basic objectives of the program, and involved technical 
agreements on hundreds of specific commodities which 
might contribute to the war economy of a potential aggres- 
sor. In addition, the participating governments had to 
agree on the most effective means of enforcing controls. 
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At the beginning of multilateral discussions in 1950, 
there was no dispute over basic objectives. Participating 
nations were not to allow export to Communist countries 
of goods which would directly assist a military buildup; 
arms, ammunition, and implements of war would be sub- 
ject to complete embargo; other goods would be controlled 
on a selective basis, so as to deny the Communists materi- 
als of strategic value without stopping trade in commodities 
which might, on balance, strengthen the nations of the free 
world. 


The effort to establish effective controls has been marked 
from the beginning by differences of opinion over appli- 
cation of general principles and over technical details. 
Most of the West European countries have placed primary 
emphasis on the principle of “net advantage”; export con- 
trols should be administered in such a way as not to injure 
the free nations more than the Communist bloc. On the 
other hand, the United States has put chief emphasis on 
denying Communist countries access to any materials 
which might add to Red military strength, often without 
regard to net gain or loss to this country’s allies. 


Differences of this kind have come up repeatedly in the 
international Consultative Group that has functioned in 
Paris for the past six years. Representatives of the 15 
governments participating have met at the diplomatic level 
several times each year, and have set up a subordinate 
Coordinating Committee (known as C.0.C.0O.M.) for day- 
to-day technical discussions. During the Korean war, the 
machinery of the group was expanded to include a special 
committee to deal with the China embargo. 


The Paris committees have succeeded in ironing out a 
number of technical differences and have helped to main- 
tain allied unity on major exports to the Soviet bloc. How- 
ever, the consultative groups have had no authority to 
decide what commodities should go on any embargo or 
international control list; all such decisions require unani- 
mous agreement of the 15 participating governments. 


The United States has adhered consistently to more res- 
trictive export control measures than those applied by most 
other countries. It led the way in establishing national 


*The 15 participating countries are Belgium, Canada, Denmark, France, Greece, 
Italy, Japan, Luxembourg, Netherlands, Norway, Portugal, Turkey, United Kingdom, 
United States, and West Germany. 
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security controls over exports in 1948, and the Export 
Control Act of 1949 laid down strict standards for enforce- 
ment of “security” controls over direct shipments to Com- 
munist countries. In December 1950, following Chinese 
Communist intervention in Korea, the United States im- 
posed a complete embargo on trade with Red China— 
months before the adoption on May 18, 1951, of the U.N. 
General Assembly resolution calling on member countries 
to embargo shipments of war materials and other strategic 
items. 


DIFFERENCES Over U.S. BATTLE Act CONTROL LISTS 


Legislation enacted by Congress in 1950 and 1951 re- 
flected a feeling that this country’s partners in the free 
world should enforce equally restrictive export regulations. 
Several amendments to foreign aid bills in those years 
authorized the President to withhold assistance from any 
country which allowed shipment to Communist countries 
of goods similar to those banned by the United States.” 
Congress in October 1951 embodied the same concept in 
the Mutual Defense Assistance Control Act, generally 
called the Battle Act after its sponsor, Rep. Laurie C. 
Battle (D-Ala.). 


The Battle Act was designed to strengthen international 
efforts to control strategic exports to the Reds, but it soon 
became a point of friction between the United States and 
other countries. The law provided for establishment of 
categories and specific lists of items to be embargoed by 
the United States, and called for termination of military, 
economic, or financial aid to any country which “know- 
ingly permits” shipment of such items to Communist-con- 
trolled areas. 


Under terms of the Battle Act the United States drew 
up three lists of items subject to security controls: 


Category A: 21 classes of war materials, including “arms, am- 
munition, implements of war, and atomic energy materials,’ deemed 
of such strategic importance as to require complete embargo. 

Category B: 260 items of “primary strategic significance,” in- 
cluding petroleum, transportation materials, and types of equip- 
ment used in production of war materials, deemed to require 
complete embargo. 


7The Cannon (D-Mo.}) amendment of September 1950 and the Kem (R-Mo.) 
amendment of June 1951 were attached as riders to foreign aid appropriation acts. 
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Category C: Certain machine tools, raw materials, construction 
and electrical equipment of secondary strategic importance, subject 
to such less severe controls as quantitative restrictions. 


The penalty provisions of the Battle Act left the Presi- 
dent no discretion about terminating aid to any country 
which sanctioned export to a Communist state of items on 
the Category A list. However, no case has occurred in 
which a country receiving American aid has knowingly 
permitted shipment of arms, ammunition, implements of 
war, or atomic energy materials to Communist-controlled 
areas. 


In the case of goods listed under Category B, the law 
allowed continuance of American aid even after a violation, 
if the President determined that “cessation of aid would 
clearly be detrimental to the security of the United States.” 
Both President Truman and President Eisenhower have 
agreed to continue aid to countries which have permitted 
export of industrial goods in Category B; in fact, foreign 
aid never has been cut off because of such shipments.® 


The so-called international control lists accepted by the 
15 cooperating governments were brought into line with 
the Battle Act lists after the latter went into force in Jan- 
uary 1952. Three international lists were set up: (1) an 
embargo list corresponding to Categories A and B of the 
Battle Act lists; (2) a quantitative list covering goods of 
secondary strategic importance subject to lesser degrees 
of control; and (3) a watch list of items to be kept under 
constant surveillance.® 


During the Korean war international controls had been 
tightened by most of the western allies and Japan, and 
several additions to the embargo lists had been made. The 
process of expanding the international lists continued into 
1953, with the United States pressing for stronger enforce- 
ment. In the last half of 1953, following the Korean armis- 
tice, other countries began to urge a thorough review of 
the whole program in the light of changing international 
conditions. The Eisenhower administration, which had 


* President Truman determined in April 1952 that termination of aid would 
clearly be detrimental to the United States in cases involving Denmark, Italy, and 
the Netherlands. President Eisenhower notified Congress on Aug. 1, 1953, that he 
had ordered continuance of aid to France, Norway, the United Kingdom, and West 
Germany. Most of these cases involved “prior commitments” or contracts entered 
into by European countries before the Battle Act went into effect. 

*An additional China list put under embargo certain secondary strategic items 
such as metals, minerals, rubber, and other raw materials. 
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been making its own review of the situation, then came to 
the conclusion that some revision of the control system was 
necessary. 


REVISION OF INTERNATIONAL RESTRICTIONS IN 1954 


The general revision of the international control lists 
that was carried out in 1954 followed lengthy negotiations 
between the United States and its allies. A preliminary 
exchange of views in London during March, and more 
extensive talks in Paris during April, disclosed that all 
of the European countries wanted to go further than the 
United States in easing the curbs and broadening the area 
of East-West trade. The contention of other nations was 
that danger of general war had receded; accordingly, it 
would be necessary for the free world to attain a position 
of economic strength that would endure over a long period 
of tension and competition with the Communists. 


The United States was represented at the London and 
Paris negotiations by Harold E. Stassen, then director of 
the Foreign Operations Administration and administrator 
of the Battle Act. Stassen was guided by an interdepart- 
mental group, representing the Departments of State, Com- 
merce, and Defense, and the Foreign Operations Adminis- 
tration, which had been reappraising the security impor- 
tance of commodities then under U.S. export controls.’ 


At the outset of the negotiations the United States took 
the position that international controls must be maintained 
on all exports which would add “directly and significantly 
to the Soviet bloc’s military capabilities.” If such controls 
were maintained, it would be possible to relax restrictions 
on other goods and permit an expansion of civilian trade. 
The Europeans, while voicing genera] agreement with the 
American position, made it clear that they would define 
military trade more narrowly, and civilian trade more 
broadly, than the United States. 


The work of evaluating items on the international con- 
trol lists was turned over to the Coordinating Committee, 
which met in Paris from Apr. 27 to June 17, 1954. When 
the task of reviewing hundreds of commodities was com- 
pleted, the committee submitted its recommendations to 
the 15 governments. 





%” This group was the Advisory Committee on Export Policy, set up pursuant to 
the Battle Act to advise its administrator. 
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The revision agreement announced by Stassen on Aug. 
25, 1954, was described by the Battle Act administrator as 
“a move in the best interests of the United States.” It 
would, he said, “result in a net advantage to the free world 
of expanded peaceful trade and more effective control of 
the war potential items.” Stassen gave the following 
breakdown of the revisions agreed upon: 

(1) Embargo list: Number of items reduced from 260 to 170, 
exclusive of the arms-ammunition-atomic materials category, 
which was not changed; products dropped from the list or 
downgraded included certain types of chemical and petroleum 
equipment, electric power equipment, industrial and trans- 
portation equipment, machine tools and precision instruments, 
metals and minerals, and rubber and miscellaneous materials. 
Quantitative controls list: Number of! items reduced from 
about 90 to 20; many items formerly on the embargo list re- 
defined in broader categories and placed on the quantitative 
list. 

Watch list: Number of items reduced from about 100 to 60, 
including some goods downgraded from higher control cate- 
gories. 

(4) China list: No change. 


Stassen conceded that the process of revision had gone 
further than the United States desired, but he asserted 
that the “arithmetic of removals” and downgrading of 
items did not tell the whole story. Some items were rede- 
fined so as to increase the effectiveness of controls; others 
that were downgraded included only certain types and 
sizes considered to be of minor strategic importance.'! The 
net effect, Stassen insisted, was not to prejudice the secu- 
rity of the United States but to strengthen the economies 
of other free countries. 


That view came in for sharp criticism during the East- 
West trade hearings before the Senate Investigations Sub- 
committee this year. The subcommittee’s majority report 
charged that Stassen had “misled the Congress and the 
American people” about the scope and effects of the 1954 
revisions; testimony by expert witnesses was cited to show 
that many items dropped from the embargo list were still 


“vitally important” in the manufacture of Soviet war 
materiel.!” 


1 Revision of Strategic Trade Controle (Fifth Report to Congress on Operations 
of the Mutual Defense Assistance Control Act of 1951, November 1954), pp. 20-23. 

12 The subcommittee cited such examples as horizontal boring mills, essential in 
manufacture of tanks and aircraft; vertical boring mills used in producing jet 
engines; dynamic balancing machines used in guided missile production. 
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CONFLICT OVER SECRECY IN REVISION OF CONTROLS 


Congress frequently has complained that the Executive 
Branch has withheld vital information relating to the Bat- 
tle Act lists and to revision of the international controls. 
During the East-West trade hearings the subcommittee 
made a number of specific requests for access to documents 
and records of the Departments of State, Defense, and 
Commerce and the International Cooperation Administra- 
tion bearing upon changes in the Battle Act and interna- 
tional lists. Chairman McClellan insisted that the sub- 
committee not only had a right to examine all records and 
working papers relating to the various lists, but also had 
a duty to make public such information in order “to in- 
form the American people.” 


Heads of the executive departments concerned responded 
by furnishing Battle Act lists, with revisions from 1952 
to 1955, on a confidential basis and by offering to testify 
fully in executive sessions. They declined to supply the 
documents on an unclassified basis. Herbert Hoover, Jr., 
Acting Secretary of State, explained in a letter of Feb. 20 
to McCleilan: 


As to East-West trade controls, the present international system 
has existed on a voluntary basis ... The system of controls depends 
for its very existence on the good faith of the participating nations. 
Any of those nations is free to take unilateral action at any time if 
for any reason it does not wish to abide by the suggested control 
list. 


Cooperation, therefore, is the only way in which the objectives 
of effective international control of strategic materials can be 
accomplished. In many instances participation of a particular 
nation in the program has been obtained only on the specific com- 
mitment that the details of such participation would be kept secret. 
Thus any revelation of the details of this program would consti- 
tute a breach of trust on the part of the United States, and by 
jeopardizing the voluntary basis upon which the program rests, 
would endanger our national security. 


It was brought out during the Senate hearings that full 
information on changes in the Battle Act lists, and on re- 
vision of the international lists in 1954, had already been 
submitted on a classified basis to the six congressional com- 
mittees which regularly receive reports on administration 
of the Battle Act.’ The printed record of the McClellan 


% The act provides that information on control lists and presidential determina- 
tions relating to continuance or termination of aid shall be supplied regularly to 
the Senate Foreign Relations, House Foreign Affairs, and Senate and House Armed 
Services and Appropriations committees. 
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committee hearings reproduced the control lists maintained 
by the British government, which were published with the 
1954 revisions in the British Board of Trade Journal, Oct. 
16, 1954. It has been intimated that the American gov- 
ernment’s insistence on secrecy results from pledges given 
to France and Italy, which feared that publicity for the 
control lists would stir up the large Communist parties in 
those countries. 


Changing Patterns of East-West Trade 


RECENT CHANGES in the pattern of East-West trade 
have been attributed in some quarters to the relaxation of 
free world controls. A number of congressional critics 
of the 1954 revision have asserted that removal of strategic 
goods from the international embargo lists has been di- 
rectly reflected in the rising level of trade between the free 
world and the Communist bloc. On the other hand, Soviet 
spokesmen have insisted that free world controls have been, 
and continue to be, the main deterrent to expanded East- 
West trade. 


The recent rise in East-West trade began almost a year 
before the 1954 revision of allied control lists went into 
effect. The pattern of such trade has changed basically 
since World War II as a result of political and economic 
factors unrelated to curbs on trade in strategic materials. 


POSTWAR SHIFTS IN DIRECTION OF TRADE IN EUROPE 


The most startling departures from the traditional pat- 
tern of East-West trade occurred immediately after the 
war, when the countries of Eastern Europe were absorbed 
into the Soviet bloc. Before the war those countries car- 
ried on the bulk of their trade with the industrial nations 
of the West, exporting chiefly agricultural products and 
raw materials in exchange for western manufactured 
goods. 

Prewar trade between East and West Europe was im- 
portant to the continent as a whole, and to countries out- 
side the continent like Great Britain. Almost 15 per cent of 
prewar Germany’s foreign trade was with Eastern Europe; 
Belgium, France, Italy and other western nations bought 
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and sold significant quantities of goods in that area, and 
Britain received about 6 per cent of its imports from there. 


After the war the pattern changed abruptly as the Soviet 
Union launched a major effort to organize East Europe into 
a trading zone subject to its own control. Moscow did not 
attempt to cut off all trade contacts with the West, but 
about 80 per cent of the trade of the satellites was funneled 
into the enlarged Red trading zone. The commercial inter- 
course of each country with the free world was reduced to 
a minor proportion of its total trade turnover. 


Another departure from the traditional pattern of trade 
occurred after 1949 when mainland China came under Com- 
munist control. Prewar China had a considerably larger 
share of the world’s foreign trade than Russia, and there 
was little direct commercial interchange between the two 
countries. In 1938 roughly three-fourths of China’s for- 
eign trade was with countries now comprising the free 
world; China’s best customers were the United States, 
Great Britain, and Japan. Since 1950 about three-fourths 
of Red China’s external commerce has been with Com- 
munist countries, mainly the Soviet Union. 


The postwar trade pattern established by the Soviet 
Union has itself undergone important changes in the last 
five years. Moscow’s initial effort to make the Communist 
bloc completely self-sufficient was unsuccessful. The failure 
was tacitly acknowledged as early as 1951, when the Rus- 
sians began to revive the idea of expanding commerce with 
the free world. The Communist bloc as a whole still needed 
outside goods. The goods most needed were industrial 
products required for further economic development. 
Despite such needs, the Soviet Union within a few years 
started to export some of its own increasing industrial 


output in an effort to advance long-term Communist 
objectives. 


EXPANSION OF RED TRADE WITH ASIA AND MIDDLE EAST 

During the past year Moscow has concluded new trade 
agreements with Burma, India, and Pakistan in South Asia 
and with Lebanon, Syria, and Yemen in the Middle East. 
It has also expanded old commercial agreements with Af- 
ghanistan, Egypt, and several other countries. 


To stimulate two-way trade with underdeveloped coun- 
tries, the Soviet Union has been offering its industrial 
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products and manufactured goods in exchange for raw ma- 
terials and agricultural products. Industrial machinery, 
transport equipment, chemical products, and other heavy 
manufactures have become important items on the Soviet 
export list; shipments in those categories from Communist 
countries have more than doubled since 1952.44 Communist 
exports of petroleum and petroleum products also have 
risen; Soviet exports in that classification jumped from 
about $10 million in 1952 to more than $60 million in 1955, 
when petroleum exports from the Communist bloc as a 
whole reached more than $120 million. 


Two-way trade between Egypt and the Communist bloc 
has expanded rapidly during the last two years. Egypt’s 
exports to the bloc rose in 1955 to $106 million—around 
three times the value of its shipments to Communist coun- 
tries in 1954. During the same period Egyptian imports 
from the Red bloc rose from approximately $26 million 
to $36 million; goods received in 1955 included only the 
first instalment of Red arms from Czechoslovakia. 


In trade dealings with the West the Communists have 
attempted to break down the restrictions on free world ex- 


ports of strategic materials by holding out prospects of a 
large Soviet market for western manufactures. Although 
the bloc has increased its overall trade with a number of 
Western European countries, the importance of that trade 
in terms of total free-world commerce has remained com- 
paratively small. 


EXTENT AND MAKEUP OF FREE WORLD TRADE WITH REDs 


Before the trade controls were first applied in 1948, 
trade with the Communist countries accounted for about 
3.5 per cent of total free world trade. When maximum 
restrictions were imposed from 1950 to 1954, the proportion 
dropped to around 2.3 per cent. Last year it rose only 


slightly, to about 2.5 per cent of the total free world turn- 
over. 


Trade with the Reds never has been a significant item in 
United States foreign commerce. American exports to the 
Soviet Union in 1938, the last full prewar year, had a value 
of $70 million, less than 3 per cent of this country’s total 


% Communist bloc exports of transport equipment rose from $18 million in 1952 to 


$37 million in 1954; machinery exports from $38 million to $59 million; chemicals 
from $31 million to about $70 million. 
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exports. In 1948, when the United States shipped about 
$28 million worth of goods to Russia, and about $95 million 
worth to the satellites, the Soviet bloc took just over 1 per 
cent of American exports. 


Between 1950 and 1954 the United States exported almost 
nothing directly to the Soviet bloc countries and received 
from them only small quantities of raw materials and agri- 
cultural products. In 1955 this country shipped about $7 
million in non-strategic goods to the Soviet Union and 
Soviet satellites and took about $65 million of their prod- 
ucts. In the first quarter of 1956 American exports to 
the Soviet bloc amounted to $3.2 million, nearly twice last 
year’s average quarterly rate."5 The China embargo still 
shuts off all exports from this country to Red China. 

8 American export controls on non-strategic exports to Russia and the satellites 
were eased, Apr. 26, when the Commerce Department ruled that about 700 items in 


57 non-strategic categories might be shipped to the Soviet bloc without individual 
export licenses. 
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